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DEPARTMENT  OF  AGRICULTURE 

Forest  Service 

GRAZING  FEE  TASK  FORCE 
Charter  and  Requests  for  Comments 

Cross  Reference:  For  a  document 
issued  jointly  by  the  Department  of  Agri¬ 
culture’s  Forest  Service  and  the  Depart¬ 
ment  of  the  Interior’s  Bimeau  of  Land 
Management  on  the  subject  of  Grazing 
Fee  Task  Force  Charter,  see  FR  Doc. 
77-3310  appearing  in  Part  II  of  this  issue. 

DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

GRAZING  FEE  TASK  FORCE 
Charter  and  Request  for  Comments 

Notice  is  hereby  given  that  the  Bureau 
of  Land  Management,  Department  of 
the  Interior,  and  the  Forest  Service,  De¬ 
partment  of  Agriculture,  have  jointly  es¬ 
tablished  a  task  force  to  study  fees  for 
grazing  livestock  on  Federal  lands  the 
two  agencies  administer,  and  to  prepare 
a  report  and  recommenations.  The  pur¬ 
pose  is  to  advise  the  public  of  the  charter 
of  the  Grazing  Fee  ’iWk  Force  and  of  the 
intent  to  request  comments  on  grazing 
fees. 

Charter  of  Grazing  Pee  Task  Force 

In  compliance  with  Section  401  (a)  of  Pub. 
L.  94-679,  a  joint  Bureau  of  Land  Manage¬ 
ment  and  Forest  Service  Grazing  Fee  Task 
Force,  will  preare  the  "Report  of  the  Secre¬ 
taries’*  for  submission  to  the  Congress  on  or 
before  October  21, 1977. 

TASK  FORCE  STAFF 

Co-chairman: 

WUliam  L.  Evans,  Director  of  Range  Man¬ 
agement,  Forest  Service,  Department  of 
Agriculture. 

Kay  W.  Wilkes,  Chief,  Division  of  Range, 
Bureau  of  Land  Management,  Depart¬ 
ment  of  the  Interior. 

Members: 

Melvin  D.  Bellinger,  Forst  Service. 

Ronald  J.  Younger,  Bureau  of  Land  Man¬ 
agement. 

Consultant: 

Economic  Research  Service,  Department  of 
Agriculture. 

STATEMENT  OF  AUTHORITY 

Section  401  (a)  of  the  Federal  Land  Policy 
and  Management  Act  of  1976  (Pub.  L.  94- 
679) ,  directs  the  Secretary  of  Agriculture  and 
the  Secretary  of  the  Interior  to  Jointly  con¬ 
duct  a  study  to  determine  the  value  of  graz¬ 
ing  with  a  view  to  establishing  a  fee  to  be 
charged  ior  livestock  grazing  which  is  equita¬ 
ble  to  the  United  States  and  to  holders  of 
grazing  permits  and  leases.  The  Secretaries 
shall  report  to  the  Congress  by  October  21, 
1977,  the  results  of  such  study  together  with 
recommendations  to  implement  a  reasonable 
grazing  fee  schedule  based  on  such  study. 

A  letter  dated  December  29,  1976,  and 
signed  by  the  Assistant  Secretary  of  the  In¬ 
terior  and  the  Assistant  Secretary  of  Agricul¬ 
ture,  directed  the  Bureau  of  Land  Manage¬ 
ment  and  the  Forest  Service  to  organize  a 
Grazing  Pee  Task  Force  to  prepare  the  "Re¬ 
port  of  the  Secretaries.” 

The  Economic  Research  Service,  Depart¬ 
ment  of  Agriculture,  will  be  a  consultant  to 
the  Grazing  Fee  lask  Force.  Staff  assigned  by 
the  Administrator  of  the  Economic  Research 
Service  will  participate  in  the  collection  and 
review  of  public  comments  and  will  provide 


advice  on  methodology,  on  evaluation  of  data, 
and  on  economic  Issues. 

The  task  fOTce  co-chairmen  are  authorized 
to  solicit  assistance  and  advice  from  other 
sources  as  necessary. 

STATEMENT  OF  ASSIGNMENT 

The  task  force  is  assigned  the  responsibility 
for  the  accomplishment  of  all  activities  nec¬ 
essary  to  submit  to  the  two  Secretaries  a 
grazing  fee  report.  Including  recommenda¬ 
tions,  that  will  fulfill  the  requirements  of 
Section  401(a)  of  the  Federal  Land  Policy 
and  Management  Act.  These  activities  in¬ 
clude  scheduling  regional  public  meetings, 
obtaining  necessary  technical  data,  public 
release  of  the  Technical  Committee  report, 
"Review  of  Public  Land  Grazing  Fees,”  con¬ 
sultation  with  the  Office  of  Management  and 
Budget,  and  reporting  back  to  the  Assistant 
Secretary  of  the  Interior  for  Land  and  Water 
Resources  and  the  Assistant  Secretary  of 
Agriculture  for  Conservation,  Research,  and 
Education  by  August  1,  1977. 

The  Grazing  Pee  Task  Force  shall  termi¬ 
nate  not  later  than  December  21,  1977. 

The  charter  of  the  Grazing  Fee  Task  Force 
is  approved  by : 

Dated:  January  28, 1977. 

John  R.  McGuire, 
Chief,  Forest  Service. 

Curt  Berklund, 

Director,  Bureau  of  Land  Management. 

Request  for  Comments 

Pursuant  to  the  charter,  notice  is  given 
of  intent  to  solicit  suggestions,  com¬ 
ments,  statements,  and  recommendations 
freon  all  parties  interested  in  the  estab¬ 
lishment  of  fees  for  grazing  livestock  cm 
the  Federal  lands  in  the  western  States 
administered  by  the  Forest  Service,  De¬ 
partment  of  Agriculture,  and  the  Bureau 
of  Land  Management,  Department  of  the 
Interior.  Any  individual  desiring  to  pre¬ 
sent  data,  suggestions,  comments,  and/or 
arguments  orally  may  do  so  within  avail¬ 
able  time  limits  at  one  of  the  scheduled 
meetings.  Any  interested  person  or  orga¬ 
nization  may  file  a  written  statement 
with  the  task  force  at  the  scheduled 
meetings. 

The  Grazing  Fee  Task  Force  will  con¬ 
sider  comments  regarding  grazing  fees 
on  the  following  Federal  lands: 

1.  Public  lands  administered  by  the 
Bureau  of  Land  Management,  Depart¬ 
ment  of  the  Interior. 

2.  National  Forest  lands  in  the  eleven 
contiguous  western  States  administered 
by  the  Forest  Service,  Department  of 
Agriculture. 

3.  National  Forest  lands  in  South 
Dakota  and  Nebraska  administered  by 
the  Forest  Service. 

4.  All  National  Grasslands  adminis¬ 
tered  by  the  Forest  Service. 

Interested  persons  may  submit  written 
■  comments  on  grazing  fees  on  or  before 
April  8,  1977.  Written  communications 
should  be  directed  to  the  Grazing  Fee 
Task  Force,  Range  Management  Staff, 
P.O.  Box  2417,  Washington,  D.C.  20013, 
or  presented  at  any  one  of  the  seven 
scheduled  public  meetings.  All  Comments 
received  will  be  available  for  public  In¬ 
spection  during  regular  business  hours  in 
Room  610,  1621  North  Kent  Street. 
Arlington,  Virginia,  or  in  Romn  5558,  De¬ 
partment  of  the  Interior  Building,  ITth 
and  D  Street,  Washington,  D.C. 


’The  public  meetings  are  scheduled  at 
the  locations  and  dates  listed  below  dur¬ 
ing  the  hours  of  9:30  am.,  to  3:00  p.m. 

Rapid  City,  S.  Dak _  Mar.  7, 1977 

Missoula,  Mont _  Mar.  9,1977 

Boise,  Idaho _  Mar.  1171977 

Reno,  Nevada _  Mar.  14, 1977 

Denver,  Colo _  Mar.  16, 1977 

Albuquerque,  N.  Mex _  Mar.  18, 1077 

Washington,  D.C . Mar.  23, 1977 

Further  information  about  meeting 
locations  may  be  obtained  from  the  Bu¬ 
reau  of  Land  Management  or  Forest 
Service  oflBces  in  the  cities  listed  above. 

Information  Available 

Special  attention  is  directed  to  the  fol¬ 
lowing  provisions  of  the  Federal  Land 
Policy  and  Management  Act  of  1976 
(Pub.  L.  94-579) ; 

Section  102(a) .  The  Congress  declares  that 
it  is  the  policy  of  the  United  States 
that  •  •  • 

(9)  The  United  States  receive  fair  market 
value  of  the  use  of  the  public  lands  and 
their  resources  unless  otherwise  provided  for 
by  statute; 

Section  401(a).  The  Secretary  of  Agricul¬ 
ture  and  the  Secretary  of  the  Interior  shall 
jointly  cause  to  be  conducted  a  study  to 
determine  the  value  of  grazing  on  the  lands 
under  their  jurisdiction  In  the  eleven  west¬ 
ern  States  with  a  view  to  establishing  a  fee 
to  be  charged  for  domestic  livestock  grazing 
on -such  lands  which  is  equitable  to  the 
United  States  and  to  the  holders  of  grazing 
permits  and  leases  on  such  lands.  In  making 
such  study,  the  Secretaries  shall  take  into 
consideration  the  costs  of  production  nor¬ 
mally  associated  with  domestic  livestock 
grazing  In  the  eleven  western  States,  differ¬ 
ences  in  forage  values,  and  such  other  factors 
as  may  relate  to  the  reasonableness  of  such 
fees.  The  Secretaries  shall  report  the  result 
of  such  study  to  the  Congress  not  later  than 
one  year  from  and  after  the  date  of  approval 
of  this  Act,  together  with  recommendations 
to  implement  a  reasonable  grazing  fee  sched¬ 
ule  based  upon  such  study.  If  the  report  re¬ 
quired  herein  has  not  been  submitted  to  the 
Congress  within  one  year  after  the  date  of 
approval  of  this  Act,  the  grazing  fee  charge 
then  in  effect  shall  not  be  altered  and  shall 
remain  the  same  until  such  report  has  been 
submitted  to  the  Congress.  Neither  Secretary 
shall  Increase  the  grazing  fee  in  the  1977 
grazing  year. 

Report:  “Review  of  Public  Land 
Grazing  Fees” 

*1116  Technical  Committee  report,  “Re¬ 
view  of  Public  Land  Grazing  Fees’’  was 
submitted  in  November  1976,  In  fulfill¬ 
ment  of  the  Memorandum  of  Under¬ 
standing  signed  In  July  1976  between  the 
Bureau  of  Land  Management,  Forest 
Service,  Economic  Research  Service,  and 
Statistical  Reporting  Service.  We  believe 
the  report  will  fulfill  the  study  require¬ 
ments  of  Sectfon  401(a)  of  Pub.  L.  94- 
579.  The  report  is  expected  to  be  a  pri¬ 
mary  document  used  by  the  Grazing  Fee 
Task  Force  and  is  being  published  here 
for  the  cmivenlence  of  interested  indi¬ 
viduals  and/or  organizations  that  may 
desire  to  submit  written  comments  re¬ 
garding  the  “Review  of  Public  Land 
Grazing  Fees.*’  The  publication  of  the 
“Review  of  Public  Land  Grazing  Fees” 
does  not  constitute  approval  of  the  re¬ 
port’s  recmnmmidatlfHis  by  the  Secretary 
the  Interior  or  Secretary  of  Agricul- 
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ture.  Issued  in  Washington.  D.C.,  Jan¬ 
uary  27,  1977,  by  the  Chief,  Forest  Senr- 
ice  and  Director,  Bureau  of  Land 
Management. 

Dated:  January  28,  1977. 

John  R.  McGuire, 
Chief,  Forest  Service. 

Curt  Berklund, 
Director,  Bureau  of 
Land  Management. 

Review  of  Public  Land  Grazing  Pees: 
Noveicber  1&,  1976 

A  report  prepared  by  the  Technical 
Committee  organized  to  review  public 
land  grazing  fees.  Department  of  the 
Interior,  Bureau  of  Land  Managemmt, 
and  Department  of  Agriculture,  Eco¬ 
nomic  Research  Service,  Statistical  Re¬ 
porting  Service  and  the  Forest  Service. 

Review  or  Public  Lamb  Obaeing  Fks; 
Novembb  15,  1976 

TABUC  or  CONTENTS 

List  of  t&bles 
Summary 
Introduction 
Limit  of  scope 

Criteria  for  determining  fair  market  value  of 
public  graslng 

Conditions,  aasun^ttons  and  Issues 
Existing  and  suggested  alternatives  for  fee 
determination 
Data  sources 

Evaluation  of  various  fee  formulas 
Recommendations 

Table  1 — Vtn&Htar  at  responses  by  State  by 
year  to  ttuestlop  an  pasturing  cattle  on 
privately  owned  non-lnigated  pasture  land 
Table  a — ^1968  Fee  system  fair  market  value 
and  fees  actually  charged 
Table  3— Source  of  Increase  In  fees 

TBCHNICAL  COMBOTTEE  MEMHERS 

Dr.  John  Trloweller,  Chairman;  Economle 

Research  Service,  CSDA.  _ 

Melvin  D.  Bellinger.  Fmest  Service,  XTSDA 
James  L.  Olsen;  Statlstloal  Reporting  Swvice, 
UBDA. 

Ronsdd  J.  Younger.  Bureau  of  Land  Manage¬ 
ment,  USDL 

SUKHARY 

The  Technical  Committee  to  Review 
Public  Land  Grazing  Fees  was  formed  by 
a  Memorandum  ct  Understanding  on 
July  12,  1976  between  ERS,  UBDA;  SR8, 
USDA;  PS,  UTOA;  and  BLM,  USDI.  The 
committee  was  formed  to  prepare  a  re¬ 
port  on  ‘TPuWlc  Land  Grazing  Pees.”  Tlie 
specific  tasks  of  the  Technical  Committee 
were: 

A.  To  examine  the  present  procedures  for 
establishing  grazing  fees. 

B.  To  examine  ^e  several  alternatives 
which  have  been  proposed  as  replacement 
or  modification  for  all  or  portions  of  present 
procedure. 

C.  Identify  avaUable  or  additional  second¬ 
ary  data  which  might  enhance  the  present  or 
alternatives  procedures  for  determining  fees. 

The  review  was  conducted  within  ex¬ 
isting  administrative  mandates  that  a 
fair  market  value  fee  must  be  collected 
and  that  permit  value  would  not  be  con¬ 
sidered  a  valid  cost  factor  for  determin¬ 
ing  public  land  grazing  fees. 

In  order  that  the  review  be  helpful  in 
resolving,  or  reducing  the  controversy 
about  grazing  fees,  two  meetings  were 


held  so  that  the  various  interest  groups 
could  present  their  views  on  the  public 
land  grazing  tee  issue,  suggested  fittema- 
tives,  and  factors  to  be  considered  and/ 
or  clarified. 

Evaluation  of  the  existing  system  of  fee 
determination  or  the  suggested  alterna¬ 
tives  requires  a  criteria  for  comparison. 
Although  there  is  no  obeious  way  to 
determine  what  is  “fair,"  it  can  be  shown 
that  the  competitive  norm  satisfies  the 
conditions  of  a  welfare  ideal.  Few  econ¬ 
omists  would  claim  that  pure  competi¬ 
tion  does  or  ever  has  existed,  but  it  does 
provide  a  logical  starting  place  for 
evaluaticm  of  great  many  economic  prob¬ 
lems.  The  competitive  norm  incorporates 
the  efficiency  concept  of  equimarginal 
resource  returns,  where  the  value  of  a  re¬ 
source  is  determined  by  its  value  in  use. 

The  1969  system  (the  method  used 
during  the  1969-1976  period  for  grazing 
fee  determination  by  the'  BLM  and  PS) 
includes  three  major  elements.  Ihe  first 
Is  the  ecoaotnic  model  and  data  collec¬ 
tion  survey  used  to  establish  the  fair 
market  value  fee  level  of  1966.  Second 
is  the  ten-year  adjustment  of  grazing 
fees  from  previous  levels  to  the  fair  mar¬ 
ket  value  level.  Third,  the  procedure 
used  to  make  annual  adjustments  in  the 
fair  market  value.  Nearly  all  of  the  con¬ 
troversy  surrounding  the  grazing  fees  is¬ 
sue  is  with  the  adjustment  factor.  The 
procedure  involves  adjusting  the  1966 
base  fee  of  $1.23  to  current  values  by  the 
Index  of  Private  Land  Lease  Rates  in  the 
eleven  Western  States  for  dry  land  range. 

A  number  of  alternatives  have  been 
suggested  by  various  groups  to  update  or 
adjust  the  base  fair  market  value  fee  of 
$1.23.  Although  each  proposal  is  difler- 
ent  they  all  bear  the  same  basic  conc^t, 
and  that  is  adjustments  should  be  made 
by  changes  in  the  price  of  output  rela¬ 
tive  to  changes  in  the  price  of  inputs. 
The  formula  most  often  suggested  was  a 
Beef  Price  Index  minus  a  Cost  of  Pro¬ 
duction  Index.  Other  suggestions  include 
aibltraiy  constraints  on  yearly  adjust¬ 
ments  or  the  use  of  moving  averages. 

A  major  concern  at  the  external  meet¬ 
ings  was  the  quality  of  the  data  used  to 
compute  the  Index  on  Private  Land 
Lease  Rates.  There  was  also  concern 
idx>ut  (he  coimx>nent5  of  cost  that  were 
included  in  the  Prices  Paid  Index  (to  be 
used  as  Cost  of  Production  Index)  as 
well  as  a  redundancy  between  the  Beef 
Price  Index  and  the  Prices  Paid  Index. 
The  committee  suggested  that  data  on 
private  land  lease  rates  could  be  im¬ 
proved  if  it  were  collected  on  probabil¬ 
ity  list  frame  sample  that  Included  only 
livestock  operators  instead  of  on  a  gen¬ 
eral  Farm  Report  questionnaire.  New 
questions  were  also  suggested  for  the  data 
ccdlected.  The  Prices  Paid  Index  could 
be  improved  by  eliminating  a  number  of 
cost  items  not  relevant  to  western  range 
livestock  production.  The  redimdancy  in 
the  Beef  Price  Index  could  be  eliminated 
by  excluding  calves. 

With  a  history  of  a  market  economy 
for  all  other  products  and  resources  used 
in  agriculture,  the  obvious  sidutiim  would 
be  a  ciHnpetitive  bidding  system  for  the 
use  of  the  public  range.  However,  tenure 
arrangements,  institutional  goals,  man¬ 


agement  restriction,  and  location  of  graz¬ 
ing  lands  has  eifectiv^  eliminated  the 
competitive  requirement.  Therefore  less 
efficient  administered  pricing  schemes 
must  be  developed.  The  task  of  the  Tech¬ 
nical  Committee  then  became  (me  of 
rec(Hnmending  the  prcmer  “proxi’’  for  the 
conmetitive  bid. 

Adjusting  grazing  fees  using  the  Index 
of  Private  Land  Lease  Rates  (current 
method)  may  best  be  described  as  the 
comparative  maiket  ^proach.  It  is 
based  cm  the  premise  that  an  Individual 
will  not  pay  more  for  the  use  of  a  re¬ 
source  than  his  next  best  alternative,  or 
conversely,  the  owner  of  a  resource 
should  receive  a  value  equivalent  to  that 
which  could  be  realized  from  the  next 
best  alternative  use  of  that  resource.  The 
ccHumittee  felt  that  the  index  a  good 
indicator  of  Icmg  term  adjustments  tak¬ 
ing  place  in  western  range  livestock  in¬ 
dustry.  It  duplicates  economic  adjusti 
ments  in  the  competitive  sector,  and  is 
the  only  alternative  suggested  or  dis¬ 
cussed  that  incorporates  measures  of 
technical  efficdency.  Improvements  made 
in  the  data  collection  process  and  dis¬ 
cussed  in  the  previous  secticm  should 
eliminate  concern  about  the  relevancy 
and  accm^cy  of  the  data.  However,  the 
Technical  Committee  was  concerned 
about  the  ability  of  the  index  to  reflect 
short-nm  instabilities  that  result  during 
periods  of  demand,  supply  and  price  dis¬ 
equilibrium.  In  the  pa^  this  index  has 
failed  to  account  for  short-run  instabfii- 
ties. 

The  combined  index  (Beef  Price  Index 
minus  the  Prices  Paid  Index)  was  reject¬ 
ed  by  the  (mmmittee  as  the  only  adjust¬ 
ment  factor  in  the  grazing  fee  f(HinuIa 
because  it  does  not  respond  to  long-run 
adjustments  in  resource  use  or  efficiency, 
and  would  result  In  a  declining  real  rent 
over  time.  However,  it  was  felt  that  the 
combined  index  did  reflect  short-run  in¬ 
stabilities  in  the  value  of  the  range  re¬ 
source. 

Recognizing  the  strengths  and  the 
weakness  of  the  current  formula  as  well 
as  the  alternative  formulas,  the  Tech¬ 
nical  Committee  recommended  the  fol¬ 
lowing  formula  lor  determining  graz¬ 
ing  fees  levels  on  public  lands: 

FM\’ 

L=The  Improved  Index  of  Private  Land  Lease 
Rates. 

P=The  reconstructed  Index  of  Beef  Prices 
minus  the  Prices  Paid  Index  (selected 
items  only) . 

This  formula  is  recommended  In  the 
light  that  it  provides  for  a  consistent 
and  efficient  method  of  pricing  the  pub¬ 
lic  grazing  resources.  The  long-nm  trend 
is  based  on  the  value  of  the  alternative 
resource  while  at  the  same  time  account¬ 
ing  for  short-run  instabilities  in  either 
livestock  prices  or  input  prices.  The  com¬ 
mittee  has  further  rec(Hnmended  an  im¬ 
provement  in  the  data  collection  proce¬ 
dures  on  the  private  land  lease  rates. 
Some  modification  was  also  suggested  for 
the  Prices  Paid  Index  to  msdie  It  more 
accurately  reflect  western  range  livestock 
operations. 

November  15, 1976. 
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I.  Introduction 

The  Technical  Committee  to  Review 
Public  Land  Grazing  Fees  was  formed 
by  a  Memorandum  of  July  12,  1976,  In 
response  to  the  request  of  Subcommittee 
on  Environment  and  Land  Resoiuxes, 
Committee  on  Interior  and  Insular  Af> 
fairs.  United  States  Senate,  at  the  April 
30,  1976  Committee  Hearing  on  S.  3071. 
This  report  of  the  Technical  Committee 
is  transmitted  to  the  Assistant  Secre¬ 
tary  for  Conservation,  Research  and  Ed¬ 
ucation,  U.S.  Department  of  Agriculture; 
Assistant  Secretary,  Land  and  Water 
Resoiuxes,  U.S.  Department  of  the  Inte¬ 
rior;  and  Director  of  Agricultural  Eco¬ 
nomics,  U.S.  Department  of  Agricultiu^. 

The  purpose  of  the  review  is  to  re¬ 
consider  and  examine  the  present  8- 
year-old  formula  for  determining  graz¬ 
ing  fees  In  light  of  the  criticism  directed 
at  It  and  the  alternatives  proposed. 

The  review  by  the  Technical  Commit¬ 
tee: 

A.  Examines  the  present  procedures 
for  establishing  grazing  fees  in  light  of 
recent  criticism,  and  in  light  of  its  ful¬ 
fillment  of  expectations  in  1968-69. 

B.  Examines  the  several  alternatives 
which  have  been  proposed  as  replace¬ 
ment  or  modification  for  all  or  a  por¬ 
tion  of  present  procedures. 

C.  Identifies  available  or  additional 
secondary  data  which  might  enhance  the 
present  or  alternative  procedures  for  de¬ 
termining  fees. 

The  Analysis  by  the  Technical  Com¬ 
mittee: 

A.  Determines  the  validity  of  various 
fee  procedure  proposals  relative  to  the 
existing  system  and  the  existing  Admin¬ 
istration  mandates. 

B.  Indicates  combinations  of  data  or 
procedures  which  are  compatible  with 
existing  Administration  mandates. 

C.  Indicates  the  ranking  of  the  several 
proposals  based  on  economic  criteria. 

D.  Indicates  useable  data  in  modifica¬ 
tion  of  existing  procedures. 

E.  Provides  the  basis  for  decision 
within  the  Administration  on  further 
action  regarding  fees. 

n.  Limit  op  Scope 

The  review  was  conducted  within 
existing  administration  mandates  that  a 
fair  market  value  fee  must  be  collected 
(BOB,  Circular  No.  A-25)  and  permit 
value  would  not  be  considered  a  valid 
cost  factor  for  determining  public  land 
grazing  fees.  The  collection  of  new  pri¬ 
mary  data  was  not  to  be  included  in  the 
study.  However,  the  need  for  new  studies 
and/or  collection  of  primary  data  could 
be  a  conclusion  of  the  review.  The  review 
and  analysis  was  limited  to  a  search  of 
and  use  of  available  secondary  data. 
New  tabulation  of  existing  data,  new 
indexes,  improved  methods  of  collection 
of  data  for  existing  data  series,  or  new 
use  of  existing  data  were  considered. 

EXTERNAL  CONSULTATIONS 

In  order  for  this  review  to  be  helpful 
in  resolving,  or  reducing  the  controversy 
about  grazing  fees,  it  must  serve  to  in¬ 
crease  general  understanding  as  well  as 
meet  technical  criteria.  The  livestock  in- 
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dustry,  through  the  American  National 
CTattlemen’s  Assoclaticm  and  the  PuUlc 
Lands  Council,  was  fully  Informed  and 
involved  in  defining  the  nature  and  ex¬ 
tent  of  this  Review  of  Grazing  Fees.  The 
appropriate  professionals  of  the  West¬ 
ern  univo^ities  were  informed  and  in¬ 
volved.  The  environmental  concerns 
were  kept  s^ipraised  through  the  Naticm- 
al  Wildlife  Federation  and  the  Wildlife 
Management  Institute. 

A  meeting  was  held  in  Denver,  Colora¬ 
do  on  August  25, 1976.  A  second  meeting 
was  held  in  Washington,  D.C.  on  S^- 
tember  20,  1976.  At  both  meetings  parti¬ 
cipants  from  the  above  listed  Interest 
groups  presented  their  views  on  the  pub¬ 
lic  land  grazing  fee  issue. 

in.  Criteru  for  DETERmmNG  Fair 
Market  Value  of  Public  Grazing 

An  expression  currently  in  vogue  with 
younger  people  goes  “whatever  is  fair”, 
or  a  slightly  different  expression,  “fair 
is  fair”.  Like  many  slang  expressions  it 
does  not  have  a  precise  dictionary  defini¬ 
tion,  but  its  use  connotation  translates 
roughly  “if  you  are  satisfied,  I’m  satis¬ 
fied”.  In  short,  “fair”  expresses  mutual 
satisfaction  between  parties  involved. 
The  key  word  is  mutual.  Pair  also  sug¬ 
gests  justice  or  equity. 

Economists  have  foimd  no  obvious 
way  to  determine  what  is  “fair”.  Welfare 
comparisons  would  be  relatively  simple 
if  it  were  possible  to  aggregate  the  utili¬ 
ties  of  individuals  into  a  single  utility 
function.  However  welfare  comparisons 
of  individual  utilities  are  possible  only 
in  a  very  restricted  sense.  It  is  reason¬ 
able  to  postulate  that  social  welfare 
transcends  the  more  restricted  notion  of 
economic  welfare,  but  for  obvious  rea¬ 
sons  this  analysis  will  be  restricted  to 
the  latter. 

Economic  efficiency,  often  called 
Pareto  optimality,  stat^  that  the  dis¬ 
tribution  of  consumer  goods  and  produc¬ 
tive  inputs  are  optimal  if  any  feasible 
reallocation  of  goods  or  inputs  causes 
a  reduction  in  the  satisfaction  or  output 
of  any  individual  or  firm.  It  can  be 
shown  that  a  perfectly  competitive 
equilibrium  satisfies  these  conditions, 
and  thus  perfect  competition  is  a  wel¬ 
fare  ideal  in  this  sense.  Efficiency  in  the 
consuming  and  producing  sectors  im¬ 
plies  further  that  the  allocation  of  re¬ 
sources  is  pareto-optimal  throughout  the 
economy.^ 

A  difficulty  with  the  concept  of  eco¬ 
nomic  efficiency  or  Pareto  c^timality  as 
a  welfare  criteria  is  that  it  accepts  the 
prevailing  income  distribution,  i.e.  re¬ 
turn  to  resources.  It  is  conceivable  that 
the  norm  of  perfect  competition  could 
lead  to  a  condition  in  which  the  majority 
of  individuals  lived  at  subsistence  or  be¬ 
low.  The  analysis  of  welfare  in  terms  of 
perfect  competition  leaves  a  consider¬ 
able  amount  of  indeterminancy  in  the 
solution.  This  indeterminancy  results 
from  the  acceptance  of  the  criteria  that 
an  increase  in  welfare  was  unambig¬ 


»Por  a  more  theoretical  approach  see: 
Henderson,  J.  M.  and  Quandt,  R.  B.  Micro- 
economic  Theory,  McGraw-HlU  Book  Com¬ 
pany,  1968,  Chapter  7,  pages  203-207. 
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uously  defined  as  an  increase  in  one  in¬ 
dividuals  position  without  being  accom¬ 
panied  by  a  deterioration  in  the  position 
of  another.  This  indeterminancy  can 
only  be  removed  by  further  value  judg¬ 
ments. 

AN  ECONOMIC  NORM 

The  above  discussion  stresses  the  in¬ 
ability  of  economic  analysis  to  handle  a 
welfare  criterion  outside  of  the  norm 
of  economic  efficiency.  To  do  otherwise 
would  require  value  judgments  or 
ethical  considerations  outside  the  sub¬ 
ject  of  economic  analysis. 

Few  economists  would  claim  that  pure 
competition  does  or  has  ever  existed  in 
the  United  States  ectmomy.  However, 
pure  competition  provides  a  logical 
starting  place  if  one  is  to  understand 
imperfect  competition.  Further  it  has 
be^  shown  that  a  considerable  amount 
of  competition  does  exist,  particularly 
in  agriculture,  and  that  the  theory  of 
pure  competition  gives  valid  answers  to 
a  great  many  economic  problems.*  Lastly 
the  pure  competition  model  provides  a 
norm  or  ideal  from  which  to  appraise  the 
workings  of  the  economic  system.  In  the 
latter  sense  it  is  often  used  for  regula¬ 
tion  of  imperfectly  structured  sectors  of 
the  economy,  such  as  public  utilities,  as 
well  as  many  other  public  policy 
measures. 

The  term  competiticm  is  used  rather 
ambiguously  in  economic  literature  as 
well  as  in  ordinary  conversation.  To 
many  people  the  term  eommcnfiy  denotes 
rivalry.  Whereas,  when  used  along  with 
the  term  pure  or  perfect,  it  takes  on  a 
different  meaning.  From  the  illustra¬ 
tion  and  previous  discussion  competition 
implies  mutual  satisfaction,  fair  market 
value,  and  efficient  resource  sdlocation. 

RESOURCE  PRICING  UNDER  PURE 
COMPETITION 

Pure  competition  in  the  resource 
market  implies  a  number  of  conditions: 
One,  no  single  firm  ccmtrols  enough  of 
any  given  resource  to  be  able  to  infiuence 
its  price;  two,  no  one  supplier  of  a  re¬ 
source  can  place  enough  on  the  market 
to  infiuence  its  price;  and  three,  re¬ 
sources  are  mobile  and  can  move  between 
different  uses  and  its  prices  are  fiexlble. 

How,  then,  are  resources  valued  in 
production?  Let  us  look  at  the  simulta¬ 
neously  pricing  and  output  of  decisions 
inv(dved  in  the  use  of  a  variable  resource 
in  the  organization  of  productimi.  Sup¬ 
pose  two  ranchers  living  in  the  same 
community,  one  with  an  excess  of  sum¬ 
mer  forage,  the  other  badly  in  need  of 
more  summer  forage.  Further  they  know 
of  each  others  problem.  Rancher  Tom, 
who  needs  more  forage,  goes  to  rancher 
Ray  to  see  about  renting  some  of  his  sum¬ 
mer  pasture. 

“Ray”,  says  Tom,  “would  you  consider 
lenting  me  some  pasture  for  the  summer, 
I  need  some  grazing  for  one  of  my  cows? 
I’d  pay  you  $60  for  the  privilege.” 

Ray  thinking  to  himself  that  the  extra 
grass  is  only  worth  about  $5  if  he  used 
it  replies,  “sure  Tcmi  glad  to  help  out.” 


*  The  assumptions  of  pure  and  perfect 
competition  are  given  in  most  introductory 
texts  in  Economics  and  will  not  be  elabo¬ 
rated  on  at  this  time. 
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Tom  was  willing  to  pay  $60  for  the 
privilege  while  Ray  figured  it  was  only 
worth  $5  in  its  existing  use.  Both  men 
were  satisfied  and  felt  that  a  “fair”  deal 
had  been  reached. 

The  bargaining  is  not  over  yet  though. 
Ray  having  rented  up  a  unit  of  sum¬ 
mer  grazing  found  he  didn’t  have  such 
an  excess  of  pasture  anymore.  Tcrni’s 
problem  on  the  other  hand  was  not  so 
urgent  anymore,  as  he  didn’t  find  him¬ 
self  in  the  same  need  for  summer  pas¬ 
ture.  An  additional  imit  of  summer  pas¬ 
ture  is  now  only  worth  $40  to  Tom.  Trad¬ 
ing  of  grazing  privilege  for  rent  would 
continue  between  Tom  and  Ray  until 
eventually  the  forage  was  of  equal  value 
to  both  ranchers.  In  other  wor^,  the  last 
unit  traded  w^ould  have  equal  marginal 
value  to  both  Tom  and  Ray  in  produc¬ 
tion.  Thus,  a  mutually  advantageous 
trading  situation  had  been  achieved,  and 
maximum  efficiency  had  been  attained 
b^  both.  No  further  trading  of  grazing 
privileges  would  be  advantageous  to 
either  party.  ’The  equimarginal  principle 
has  been  achieved. 

In  a  free  competitive  market  for  for¬ 
age,  both  Tom  and  Ray  would  trade  graz¬ 
ing  privileges  for  cash  rent  until  a  “fair” 
market  value  had  been  reached  by  both 
parties.  In  addition,  an  efficient  alloca¬ 
tion  of  resource  would  have  resulted. 
Generalizing  from  this  simple  illustra¬ 
tion  it  may  be  said  that  the  principle  of 
equimarginal  value  in  use  asserts  that 
an  efficient  allocation  of  fora  ere  has  been 
attained  when  no  mutually  advantageous 
exchanges  are  possible  between  any  pair 
of  claimants. 

Theoretically,  the  manager  combines 
his  resources  such  that  the  marginal 
value  product  or  each  resource  is  eaual 
to  the  marginal  value  product  of  all  other 
resources  used  in  produc<-ion.  The  at¬ 
tempt  is  to  combine  all  of  his  resources 
(e.g.  land,  labor,  capital)  in  such  a  man¬ 
ner  that  the  productive  valuos  of  the 
last  unit  of  each  resource  added  are  all 
equal.  To  maximize  profit,  the  manager 
organizes  resources  such  that  the 
marginal  value  product  of  each  resource 
is  equal  to  each  other  and  to  the  margi¬ 
nal  revenue  received  from  the  last  unit 
of  output.  This  procedure  is  called  the 
equimarginal  principle  and  can  be  de¬ 
fined  by  a  simple  formula: 

(1)  -An  T. = .An  = mp..-  p. 

whpret 

An'Pi=inarpinal  value  product  of  the  ith  resourc  e  in 
production. 

MCr^sam  of  the  maivinal  value  products  of  the  ith 
resources  combined  to  produce  outnut  x,  or  the 
equivalent  of  marginal  costs  of  production  of  the 
Tin  output. 

A/Rx=mar(rinal  revenue  of  the  last  unit  of  output  j. 
P,=market  price  of  output  x. 

In  a  (xvmpetitively  structured  society 
the  organization  of  production  is  deter¬ 
mined  by  the  principle  forces  of  supply 
and  demand.  This  basic  framework  along 
writh  the  decisions  of  the  human  agents 
involved  and  tempered  the  Intensities 
created  by  time,  fonn,  and  place  lead  to 
a  reasonably  efficient  duality  of  resource 
pricing  and  allocatkm.  This  has  been 
particularly  true  In  agriculture  because 
of  the  absence  of  barriers  to  entry  (ex¬ 


cept  high  capital  requirements),  homo- 
genity  of  the  product  between  firms  of 
like  output,  agriculture’s  atomistic  struc¬ 
ture,  and  the  relative  mobility  of  re¬ 
sources  both  into  and  out  of  agricul¬ 
ture.  A  large  number  of  research  studies 
have  verified  the  long-run  efficiency  of 
agriculture. 

THE  REAL  WORLD 

The  discussion  to  this  point  has  con¬ 
sidered  only  the  “ideal”  resource  pricing 
and  allocation  system.  Economic  effi¬ 
ciency  and  the  assumptions  of  a  com- 
I>etitive  system  were  discussed,  as  w'ell 
as  reference  to  U.S.  agriculture  industry 
generally  conforming  to  these  standards. 
Theoretically  agriculture  should  be  effi¬ 
ciently  organized,  at  least  in  the  long- 
run  adjustments  period,  and  few  people 
familiar  with'  UB.  agricultural  produc¬ 
tion  would  argue  its  resource  and  tech¬ 
nological  efficiency. 

However,  production  levels,  resource 
allocation  and  pricing  has  not  been  so 
efficient  in  the  short-run  adjustment  pe¬ 
riod  for  many  sectors  in  agricAilture.  Ani¬ 
mal  production,  and  in  particAilar  the 
primary  production  level  for  both  beef 
and  lamb  have  demonstrated  rdatively 
inefficient  productifm  adjustments  in  the 
short-run  when  measured  against  the 
neoclassical  model  which  was  described 
as  the  “ideal”  system. 

Twenty  years  ago  Glen  Johnson  and 
others  postulated  the  theory  of  fixed  as¬ 
sets,  where  a  fixed  asset  is  defined  as 
one  for  which  the  marginal  value  pro¬ 
ductivity  of  a  resource  in  its  present  use 
neither  justified  acquisition  of  more  of 
it,  or  its  disposition.  Acquisition  cost  is 
what  a  farm  or  ranch  operator  would 
have  to  pay  in  order  to  acquire  more  of 
a  particular  productive  asset.  SalArage 
value  is  what  the  operation  would  get 
for  the  asset  if  it  were  sold  rather  than 
iLsed  in  production.  Neoclassical  theory, 
which  defines  the  equimarginal  prin¬ 
ciple,  assumes  that  markets  are  such  that 
a  manager  can  purchase  more  of  an  asset 
if  it  were  profitable  and  that  he  can 
dispose  of  unwanted  quantities  at  the 
same  price.  This  is  tantamount  to 
sasrlng  that  a  firm  will  continue  to 
produce  in  the  short-run  as  long  as 
it  realizes  a  return  on  its  variable 
resources,  or  stated  differently,  a  firm 
in  the  very  short-run  can  survive 
with  mo  return  to  its  most  fixed 
assets  if  its  cash  fiow  is  adequate  to 
cover  variable  expenses.  However,  the 
difference  between  the  theory  of  fixed 
assets  and  neoclassical  theory  is  that 
resources  usually  considered  variable  in 
production  actually  become  fixed  in  their 
present  use.  For  example,  labor  and  capi¬ 
tal  are  normally  considered  variable  re¬ 
sources.  However,  at  primary  production 
levels  these  variable  inputs  actually  be¬ 
come  fixed  to  the  firm  because  their 
alternative  use  outside  of  production  can 
temporarily  drt^  as  far  as  zero.  'The 
value  in  use  that  would  be  expected  to 
accrue  to  these  resources  is  often  used 
by  managers  to  bid  up  the  use  value  (re¬ 
turns)  of  resourc«  that  have  c(Hitlnued 
to  remain  variable.  In  the  theory  of  fixed 
assets  Johnscoi  has  pinpointed  the  rea¬ 


son  for  extremely  inelastic  or  irrever¬ 
sible  supply  functions  during  periods  of 
decreasing  marginal  revenue.^* 

Let  us  examine  scMne  of  the  compo- 
nen-ts  of  argiculture  and  in  particular  the 
primary  production  level  of  livestock 
that  lead  to  this  type  of  behavior  during 
periods  of  decreasing  product  price  levels. 

First,  the  combination  of  resources 
used  in  the  production  process  are  not 
discrete,  but  a  bundle  or  package  of  re¬ 
sources.  Marginal  changes  in  revenue 
may  not  cause  an  adjustment  in  output 
levels  or  resource  use  because  the  bundle 
of  resources  cannot  easily  be  separated. 
For  example,  the  physical  amoimt  of 
labor  available  to  the  operator  may  be 
fixed  over  a  rather  large  range  of  pro¬ 
duction,  but  the  use  value  of  the  labor 
is  variable.  The  balance  between  summer 
and  winter  forage  may  be  unalterable  at 
least  in  the  short-run.  If  a  Portage  of 
siunmer  pasture  should  occur  the  firm 
may  be  forced  to  bid  up  the  value  of  this 
resource  while  simultaneously  taking 
smaller  returns  on  the  remaining  re¬ 
sources  in  the  bundle,  even  in  the  face  of 
decreasing  marginal  revenue  for  their 
product. 

Seccmd,  variable  resources  become 
fixed  because  of  the  length  of  the  pro¬ 
duction  process.  The  primary  reason  for 
this  is  the  time  requir^  for  the  biological 
process  for  plant  and  animal  production. 
It  may  take  two  or  more  years  from  the 
time  a  market  stimulus  is  received  at 
the  primary  production  level  until  actual 
output  adjustments  can  be  achieved. 
Time  requirements  for  an  increase  in 
production  can  take  three  years  or  more 
for  obvious  reasons.  The  time  aspects 
alone  could  cause  inelastic  short-run  ad¬ 
justment  in  resource  use  and  output 
levels. 

Third,  the  demand  curve  faced  by  the 
firm  is  perfectly  elastic  while  that  of  the 
industry  is  inelastic.  Individual  firms  fail 
to  adjust  output  levels  in  the  short-run, 
because  of  the  atomistic  structiue  of 
the  industry. 

Fourth,  the  duahty  aspect  of  the  price 
system  may  work  imperfectly.  The  role 
of  price  as  a  mechanism  of  ti^e  is  gen¬ 
erally  regarded  as  extremely  efficient; 
However,  the  role  of  price  as  an  orga¬ 
nizer  of  production  generally  lacks  the 
same  performance  standard.  The  prob¬ 
lem  may.be  that  the  human  agent  may 
be  unable  to  bridge  the  gap  f  rcxn  present 
product  prices  to  expect^  price  levels 
in  the  future.  This  lack  of  adjustment  is 


*The  concept  of  asset  fixity  is  well  docu¬ 
mented  in  Uie  following  Hat  of  pubUcations: 

a.  The  OverproductiOTi  Trap  In  U.S.  Agri¬ 
culture,  Glen  L.  Johnson  and  C.  Leroy 
Quance,  Besoiuxes  for  the  Putme,  John 
Hopkin  Press,  1972. 

b.  Glen  L.  Johnson  and  LoweU  S.  Hardin. 
“Economics  of  Forage  Evaluation”,  Station 
Bulletin  623  (Lafayette:  Purdue  Unlv.  Agrl- 
ciiltural  Exp.  Station,  Apr  55) . 

c.  Clark  Edwards,  “ReBource  fixity  and 
Farm  Organization";  Jotimal  of  Farm  Eco¬ 
nomics,  41.  Nov  1959). 

d.  G.  L.  Johnson,  “Supidy  Function — Some 
Facts  and  Notions”,  Agriculture  Adjustment 
Problems  in  a  Growing  Economy,  (Ames. 
Iowa  State  College  Press,  1958)  p.  78. 
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closely  related  to  length  of  the  produc¬ 
tion  process. 

In  summary,  this  discussion  has 
pointed  out  some  of  tiie  reasons  the  com¬ 
petitive  or  “ideal”  system  leads  to  short- 
run  imperfections  regarding  resource 
valuation  at  the  primary  production 
levels  of  agriculture.  The  principle  rea¬ 
son  cited  was  the  concept  of  the  fixity  of 
assets.  While  the  competitive  norm  ac¬ 
curately  values  resources  in  the  long-run, 
it  has  some  shortcomings  in  the  short- 
run  adjustment  period.  Short-tun  in¬ 
stabilities  have  a  significant  effect  on  the 
value  of  resources  used  in  production. 
In  the  case  of  administered  prices,  fail¬ 
ure  to  recognize  potential  imperfections 
in  the  price  norm  results  in  windfall 
gains  and  losses.  During  periods  of  in¬ 
creasing  marginal  revenue  the  govern¬ 
ment  would  fail  to  receive  full  fair  mar¬ 
ket  value  for  its  range  resources.  Con¬ 
versely  during  periods  of  decreasing 
marginal  revenues  the  government  may 
charge  in  excess  of  fair  market  value  for 
the  range  resource.  The  equimarginal 
principle  states  that  the  value  of  a  re¬ 
source  is  determined  by  its  value  in  use. 

IV.  Conditions,  Assumptions  and  Issues 

The  Committee  uses  the  concept  of  an 
animal-unit-month  (AUM)  throughout 
the  report.  An  AUM  is  the  amount  of  for¬ 
age  consumed  by  a  cow-calf  unit  during 
one  month.  Other  livestock  are  converted 
to  the  AUM  equivalent.  However,  the 
c<mcept  is  extended  to  recognize  that 
with  the  forage  the  consuming  animal 
imit  also  has  use  of  a  habitat,  a  place  to 
live.  This  habitat  includes  the  forage, 
watering  facilities,  fencing  and  other 
improvements  necessary  to  make  the 
range  usable  by  livestock  and  to  provide 
for  control  of  the  livestock. 

INSTITUTIONAL  GOALS 

It  is  the  objective  of  the  Forest  Service 
and  BLM  to  contribute  to  the  economic 
stability  of  Individual  ranch  units  to  the 
fullest  extent  possible  and  consistent 
with  protection  of  the  resource  and  its 
long  term  productivity.  This  has  resulted 
in  establishment  of  policies  which  allo¬ 
cated  grazing  privileges  based  on: 

A.  Prior  use; 

B.  Dependency,  or  the  need  for  forage 
to  round  out  a  yearlong  livestock  enter¬ 
prise; 

C.  Ckimmensurabillty,  the  ability  to 
carry  livestock  on  home  ranch  lands  dur¬ 
ing  the  time  they  were  not  on  public 
lands;  and 

D.  10-year,  renewable  grazing  privi¬ 
leges. 

The  effect  of  these  actions  is  to  maintain 
long  term  availability  and  use  of  public 
land  associated  with  a  given  ranch  imlt. 
These  provisions  allow  the  operator  to 
plan  long-term  enterprise  development 
and  investment. 

COMMUNITY  STABILITY 

Grazing  of  livestock,  under  permit,  on 
the  Public  Lands  has  a  substantial  im¬ 
pact  on  the  rural  communities  associated 
with  that  grazing.  Ihe  greater  the  per¬ 
centage  of  land  held  in  Federal  owner¬ 
ship,  the  more  the  area  or  communities* 


basic  economic  activity  relies  on  use  of 
Federal  land,  and  the  greater  the  impact 
of  Federal  policies  on  the  total  economic 
activity  and  stability  of  those  rural  com¬ 
munities. 

CONSERVATION  AND  ECONOMIC  EFFICIENCY 
OF  RESOURCE  USE 

Direct  involvement  in  the  development 
and  long  term  use  of  land  resources  is 
generally  considered  to  provide  incentives 
for  protection  and  economic  development 
of  the  resource.  Essentially,  security  of 
tenure  provides  the  ability  to  plan  ahead 
for  a  reasonable  length  of  time  with  some 
degree  of  certainty. 

RELATIONSHIP  OF  FEES  TO  TOTAL  COMPLEX 
OF  USES  OF  PUBLIC  LANDS 

Commercial  enterprises  using  the  pub¬ 
lic  lands  all  pay  fees  which  are  intended 
to  be  the  equivalent  of  fair  market  value. 
The  only  users  exempt  from  payment  of 
fair  market  value  are  those  Involved  in 
individual  or  group  activities  primarily 
for  personal  enjo3nnent. 

ADJUSTMENTS  IN  COST  STRUCTURE  NEEDED 

TO  REFLECT  GOVERNMENT  REQUIREMENTS 

AND  ENVIRONMENTAL  ADJUSTMENT 

It  is  claimed  that  there  has  been  rela¬ 
tive  changes  in  the  FS/BLM  non-fee  gra¬ 
zing  cost  over  the  private  land  leasing 
costs  over  the  past  eight  years.  The  three 
most  cited  examples  of  Increased  cost 
to  the  rancher  grazing  on  public  lands 
are: 

(1)  Increased  animal  (sheep)  losses 
because  of  restricted  coyote  control  on 
public  lands, 

(2)  Agency  requirements  for  increased 
rancher  participation  in  structure  main¬ 
tenance,  and 

(3)  Agency  requirement  for  Increased 
participation  of  ranchers  in  grazing 
management  practices. 

If  these  claims  were  in  fact  true,  then 
the  next  logical  step  would  be  to  deter¬ 
mine  the  magnitude  of  the  cost  change 
and  make  the  corresponding  corrections 
in  the  non-fee  grazing  cost  which  would 
Increase  combined  federal  grazing  cost 
and  reduce  the  base  fair  market  value 
of  $1.23  per  AUM. 

The  fundamental  basis  for  the  claim 
of  increase  sheep  losses  due  to  predata- 
tion  is  the  restrictions  placed  on  some 
coyote  control  practices  on  public  lands. 
While  some  individual  rancher  losses 
may  have  increased,  there  are  lio  sub¬ 
stantive  data  to  quantify  the  claim.  Also, 
the  non-fee  pubhc  grrazlng  costs  are 
weighted  by  corresponding  AUM’s  for 
sheep  and  cattle  and  any  increase  in 
sheep  cost  would  have  liimted  effect  on 
the  weighted  average. 

The  Federal  agency  policy  for  rancher 
participation  in  maintenance  of  hve- 
stock  facilities  has  hot  changed.  There 
has  however  been  an  increase  in  the  ap¬ 
plication  of  the  maintenance  policy  in 
some  range  areas  that  previously  were 
not  fully  affected  by  maintenance  re¬ 
quirements.  In  recent  years  it  has  been 
BLM  poUcy  not  to  encourage  the  ranch¬ 
er  to  construct  facilities  on  public  lands 
because  of  possible  multiple  use  manage¬ 
ment  conflicts.  Again,  there  are  no  quan¬ 


tifying  data  to  support  the  contention 
that  relative  changes  have  taken  place 
in  the  over-all  project  maintenance  and 
depreciation  co^  between  private  and 
Federal  grazing  lands. 

The  third  item  relates  to  increased  em¬ 
phasis  placed  on  intensive  grazing  man¬ 
agement  of  rangelands  and  usually  asso¬ 
ciated  with  some  “system”  of  grazing 
control.  These  grazing  systems  or  man¬ 
agement  plans  usually  require  the  move¬ 
ment  of  livestock  several  times  during  the 
grazing  season  between  pastures  to  in¬ 
sure  that  multiple  use  objectives  are  met 
and  the  physiological  needs  of  the  desir¬ 
able  vegetation  are  taken  care  of.  While 
some  increased  operating  cost  may  be 
incurred  there  are  direct  compensating 
benefits  to  the  rancher  of  increased 
stocking  rate  stability,  decreased  live¬ 
stock  conflicts  with  wildlife  habitat  re¬ 
quirements,  improved  range  conditions 
and  usually  increased  animal  production. 
Increasing  numbers  of  ranchers  are 
leading  the  way  in  intensifying  grazing 
management  efforts  on  private  lands  so 
the  condition  is  not  unique  to  public 
lands.  The  costs  and  benefits  to  the  pub¬ 
lic  land  user  resulting  from  Intensive 
management  can  not  be  Identified 
this  review. 

V.  Existing  and  Suggested  Alternatives 
For  Fee  Determination 

The  1969  fee  system  (the  current 
method  used  for  grazing  fire  determina¬ 
tion  by  the  BLM  and  the  FS)  Includes 
three  major  elements.  The  first  Is  the 
economic  model  and  data  collection  sur¬ 
vey  used  to  establish  the  fair  mailcet 
value  fee  level  of  1966.  Second  is  the 
ten  year  adjustment  of  grazing  fees  from 
previous  levels  to  the  fair  market  value 
level.  Third,  the  procedure  used  to  make 
annual  adjustments  in  the  fair  market 
value. 

THE  ECONOMIC  MODEL  AND  GRAZING  SURVEY 
OF  1966 

The  economic  model  was  designed  to 
measure  the  value  of  grazing  on  public 
lands  through  a  detailed  comparison  of 
grazing  costs  on  pubhc  and  privately 
owned  leased  lands.  The  model  is  b&sed 
on  the  premise  that  the  total  cHi-the- 
range  costs  of  grazing  on  pubhc  lands 
and  on  private  owned  leased  lands  should 
be  equ^  and  would  represent  a  means 
for  determining  fair  maiket  value  of  pub¬ 
hc  grazing.  The  pubhc  grazing  fee  would 
be  the  amount  necessary  to  equalize  the 
private  land  lease  plus  the  on-range- 
cost  of  using  the  public  lands.*  In  other 
words  the  pubhc  grazing  fee  would  equal 
the  private  lease  rate  minus  the  differ¬ 
ence  in  costs  incurred  in  using  public 
range  versus  private  range. 

The  economic  model,  because  it  re¬ 
quired  only  data  from  operating  livestock 


‘  Specific  items  compared  for  differences 
in  the  cost  of  grazing  on  public  lands  com¬ 
pared  to  private  lands  Include:  Lost  animals. 
Association  fee,  veterinary,  moving  livestock 
to  ard  from  allotment,  herding,  salt  and 
feed,  personal  travel  to  and  from  allotment, 
water,  horse,  fence  maintenance,  water  main¬ 
tenance,  devel<^ment,  dejmeiation,  other 
costs,  and  private  lease  rate. 
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production  units  eliminated  most  of  the 
influence  of  non-livestock  grazing  related 
values,  and  only  measured  the  level  of 
total  costs  operators  were  willing  to  incur 
in  leasing  privately  owned  land  for  graz¬ 
ing  purposes.  The  model  specifically 
measures  the  different  and  varying  re¬ 
quirements  placed  on  the  leasee  or  per¬ 
mittee  by  both  the  private  and  Govern¬ 
ment  landowner.  The  model  measured 
the  value  of  contributions  required  by 
either  landowner,  including  the  require¬ 
ment  for  construction,  repair,  replace¬ 
ment  and  maintenance  of  permanent 
improvements. 

The  data  for  use  in  the  model  were 
collected  by  the  Statistical  Reporting 
Service  in  1966.  Ten  thousand  (10,000) 
individusds  were  Interviewed  and  over 
14,000  questionnaires  were  completed. 
Interviewees  Included  Forest  Service  and 
6LM  grazing  permittees,  ranchers  who 
leased  private  land,  and  lending  institu¬ 
tions. 

The  data  were  analyzed  by  a  Technical 
Committee  composed  of  representatives 
of  the  Statistical  Reporting  Service,  Eco¬ 
nomic  Research  Service,  Forest  Service, 
Bureau  of  Land  Management,  and  the 
Bureau  of  the  Budget  (now  Office  of 
Management  and  Budget) .  The  Techni¬ 
cal  Committee  came  to  the  following  con¬ 
clusions;  first,  the  data  did  not  provide 
a  basis  for  differential  feees  between 
Forest  Service  end  BLM.  The  data  could 
be  combined  and  single  fee  established 
for  BLM  and  Forest  Service  grazing; 
two,  the  data  did  not  provide  a  basis  for 
establishing  separate  fees  for  cattle  and 
sheep;  three,  the  data  and  analysis  pro¬ 
vided  a  basis  for  a  public  land  grazing 
fee  of  $1.23  per  animal  imit  month. 

The  conclusion  of  the  Technical  Com¬ 
mittee  provided  the  basis  for  the  estab¬ 
lishment  of  $1.23  per  AUM  as  the  fair 
market  value  grazing  fee  level  for  1966 
on  public  lands  in  the  West. 

Ten  Year  Adjustment  Period 

In  order  to  minimize  the  impact  of  ad¬ 
justing  from  BLM’s  33  cent  fee  in  1966, 
and  Forest  Service’s  average  fee  of  51 
cents,  a  lO-year  schedule  was  developed 
for  adjusting  to  the  $1.23  fee  level.  By 
spreading  the  increase  in  fees  over  a 
period  of  time,  the  initial  impact  of  the 
fee  increase  on  the  permitted  would  be 
minimized  and  allow  a  normal  adjust¬ 
ment  to  this  increase.  The  Forest  Service 
starting  in  1969  would  add  7.2  cents  to 
the  fee  charged  in  1966  for  each  of  the 
next  ten  years.  BLM  would  add  nine 
cents  to  the  fee  charged  in  1966  for  each 
of  the  next  ten  years.  The  result  would  be 
that  by  1978  both  FS  and  BLM  would  be 
at  the  1966  fair  market  value  figure  of 
$1.23. 

Adjustments  in  Fair  Market  Value 

Adjustments  to  the  fair  market  value 
level  of  $1.23/AUM  in  1966  were  neces¬ 
sary  to  reflect  changes  overtime  in  the 
profitability  of  range  livestock  produc¬ 
tion  and  prevent  future  inequities  be¬ 
tween  federal  grazing  fees  and  the  value 
of  the  range  forage  for  grazing  use.  The 
base  fee  aws  adjusted  amniaSy  wtth  an 


index  of  private  grazing  land  lease  rates 
for  the  11  Western  states.  The  private 
grazing  land  lease  rate  Is  the  charge  per 
head  per  month  for  pasturing  cattle  on 
privately  owned  lands.  The  actual  values 
are  converted  to  an  index  (1964-68= 100) 
in  order  to  measure  the  rate  of  change 
in  this  price  series.  The  index  is  then  ap¬ 
plied  to  the  1966  base  of  $1.23. 

The  private  land-lease  rate  was  se¬ 
lected  for  the  adjustment  factor  be¬ 
cause:  one,  it  was  an  existing  and  avail¬ 
able  data  series;  and  two,  it  represented 
changes  in  the  economic  value  of  grazing 
use.  It  is  representative  of  the  econ<Mnic 
value  of  grazing  because  it  is  established 
by  the  amounts  livestock  producers  are 
willing  to  offer  for  the  use  of  available 
private  grazing  lands.  Given  these  condi¬ 
tions,  it  is  expected  that  these  offers  rep¬ 
resent  the  value  of  grazing  to  the  five- 
stock  producers.® 

Alternative  Fee  Systems 

A  number  of  alternatives  have  been 
suggested  by  various  groups  to  update  or 
adjust  the  base  fair  market  value  fee  of 
$1.23.  Although  each  proposal  is  different 
they  all  have  the  same  basic  concept. 
This  concept  is  that  adjustments  In  the 
base  value  ($1.23)  should  be  related  to 
changes  in  the  price  of  the  product  and 
to  changes  in  the  price  of  inputs.  The 
procedure  intends  that  when  the  change 
in  value  (price)  of  products  (beef  cattle) 
is  larger  than  changes  in  price  of 
inputs  (cost  of  production),  then  fees 
should  increase.  If  the  change  in  costs 
exceeds  the  change  in  product  value, 
then  the  fee  should  decrease. 

(BPI-PPI-|-100=CI) 

This  formula  would  replace  the  private 
land -lease  rate  formula  for  the  necessary 
update  adjustments  for  the  1966  base, 
and  for  lack  of  a  better  name  is  called  the 
Combined  Index.  In  this  formula  BPI  is 
an  index  of  the  weighted  average  annual 
prices  for  beef  cattle,  excluding  calves, 
for  the  11  Western  States.  The  base 
would  be  1964-68=100.  The  Prices  Paid 
Index  (PPI)  is  an  index  of  prices  paid  by 
farmers  for  commodities  and  srevlces, 
interest,  taxes  and  farm  wages  as  col¬ 
lected  and  published  by  the  Statistical 
Reporting  Service,  In  “Agricultural 
Prices.”  The  index  would  be  adjusted  to 
the  base  of  1964-68=100. 

Another  suggested  alternative  using 
the  Combined  Index  as  a  replacement  for 
the  private  land-lease  rate  would  be  that 
the  data  would  represent  a  simple  mov¬ 
ing  average.  This  would  have  the  effect  of 
reducing  the  impact  of  large  yearly 
variations  in  the  level  of  grazing  fees. 

A  third  suggested  alternative  would  be 
to  add  the  combined  index  to  the  cur¬ 
rently  used  index  of  private  land  lease 
rates.  In  this  formula,  when  divided  by 
two,  fifty  percent  of  tiie  change  in  the 
lease  fair  market  value  ($1.23)  woidd 
result  from  the  private  land-lease  rate 
Index  and  fifty  percent  from  the  com¬ 
bined  index. 


( See  Appendix  Table  1  and  2  for  charges 
resisting  from  the  1969  Fee  System  and  the 
tSDuroe  cd  F>Be  Iporeoees. 


SANTINI  FORMULA 

This  set  of  alternatives  uses  the  com¬ 
bined  index,  but  also  replaces  the  $1.23 
base  for  fair  maiiiet  value  in  1966  with 
other  value(s)  for  1975.  The  Santini 
formula  would  establish  two  groups  of 
grazing  lands  based  on  carrying  capacity 
of  the  public  lands.  The  constant  or  base 
figure  for  Group  I  lands  is  $1.70  and  for 
Group  n  lands  $1.40  per  animal  unit 
month  (AUM). 

A  version  of  the  above,  called  the  Modi¬ 
fied  Santini  Formula,  would  make  ad¬ 
justments  using  the  combined  index,  but 
the  base  would  be  $1.51,  the  average 
grazing  fee  charged  in  1976  by  BLM  and 
FS. 

The  Hansen  formula,  which  was  con¬ 
tained  in  S.  3071,  is  the  same  as  the 
Santini  Formula  except  the  Beef  Price 
Index  would  be  computed  using  prices 
for  the  48  states  and  the  PPI  and  the 
BPI  would  be  a  moving  three-year  simple 
average. 

ECONOMIC  RELIEF  FORMULA 

The  economic  relief  formula  (so  named 
for  lack  of  an  alternative)  uses  the  cur¬ 
rent  formula  based  on  $1.23  and  the 
private  land-lease  rate  index,  with  a 
separate  analysis  of  the  PPI  and  BPI  or 
some  similar  Indices,  to  trigger  needed 
adjustments  in  the  emrent  fee  due  to 
stress  economic  condtlons  as  indicated  by 
the  BPI  and  PPI  analysis. 

A  number  of  other  alternatives  have 
been  suggested  to  limit  the  Impact  of 
large  changes  in  economic  conditions. 
One  suggestion  was  to  limit  the  amoimt 
of  increase  that  could  occur  in  any  period 
by  a  fixed  percentage.  Another  suggestion 
was  to  incorporate  a  rolling  three-year 
average  into  the  existing  formula. 

DISCUSSION 

Most  aU  of  the  alternatives  proposed 
have  merit,  and  suggest  the  Interest  and 
responsibility  of  users  of  and  those  inter¬ 
ested  in  the  use  of  the  public  lands.  All  of 
the  alternatives  proposed  including  the 
current  system  have  advantages  and  dis¬ 
advantages.  In  other  words,  there  is  no 
perfect  lease  arrangement,  but  only  bet¬ 
ter  or  worse  arrangements.  This  may 
explain  the  large  variability  of  lease 
arrangements  in  effect  around  the  coim- 
try  between  landlord  and  leasee.  Logic 
and  reasonableness  does,  however,  pro¬ 
vide  a  basis  for  reducing,  if  not  eliminat¬ 
ing,  conflict  between  interested  parties. 
The  task  of  this  technical  committee  is 
to  consider  the  alternatives  in  light  of  the 
economic  criteria  and  recommend  a 
method  for  determining  a  fair  market 
value. 

vn.  Data  Sources 

A  primary  objective  of  this  committee 
was  to  identify  existing  data  sources, 
and/or  refinements  to  existing  data 
sources,  and/or  additional  data  that 
might  be  collected  to  enhance  the  pres¬ 
ent  or  alternative  procedures  for  deter¬ 
mining  grazing  fees. 

A  major  concern  at  the  external  group 
meetings  was  the  quality  of  the  data 
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that  are  used  to  compute  the  index  on 
private  land  lease  rates.  There  was  also 
concern  about  the  components  of  cost 
that  were  Included  In  the  prices  paid 
Index,  as  weU  as  a  possible  redimdancy 
In  the  beef  price  index  and  the  prices 
paid  index. 

PRIVATE  LAND  LEASE  RATES 

The  Statistical  Reporting  Service, 
USDA  currently  obtains  information  on 


The  SRS  Farm  Report  QuestiCHinaire 
Is  mailed  to  a  non-probability  general 
purpose  list.  Including  grain  farmers, 
dairy  farmers,  fruit  farmers,  etc.  In  the 
11  Western  States,  approximately  12,500 
questionnaires  are  mailed  in  March.  The 
question  on  pastming  cattle  on  privately 
owned  non-lrrigated  land  is  summarized 
and  provided  to  the  Economic  Research 
Service,  USDA  for  analysis  and  publica¬ 
tion.  Forest  Service,  USDA  and  Bureau 
of  Land  Management,  U.S.  Department 
of  Interior,  use  these  data  in  adjusting 
the  range  forage  index  each  year  based 
on  an  average  head-month  rental  of 
$3.65  for  the  1964-68  period  equal  to  100. 
The  adjusted  RPI  for  each  year  Is  the 
11 -State  average  head -month  rental  for 
that  year  divided  by  the  $3.65  AUM 
average. 

DATA  IMPROVEMENT 

The  Statistical  Reporting  Service  cur¬ 
rently  has  operational  two  mid-year 
probability  surveys  in  the  11  Western 
States.  One  of  the  mid-year  surveys  Is 
a  cattle  multiple  frame  survey  that  uti¬ 
lizes  a  list  frame  with  a  non-response 
follow-up.  The  second  probability  sur¬ 
vey,  known  as  the  Jime  Enumerative 
Survey,  consists  of  land  areas  and  iden¬ 
tifies  operations  not  covered  by  the  list 
frame.  About  10,800  multiple  frame 
questionnaires  were  tabulate  in  nine 
Western  States  in  1975.  In  additicm,  the 
June  Enumerative  Survey,  a  probability 
area  frame  siurvey,  which  is  conducted 
In  the  other  two  Western  States,  had 
approximately  1,700  survey  question¬ 
naires  ciHnpleted  last  year.  If  it  is  desir¬ 
able  to  have  the  adjustment  factor  for 
the  Range  Fee  Index  to  be  on  a  proba¬ 
bility  basis,  the  v^cle  Is  available  to 
provide  this  ^rpe  information.  Questtons 
that  would  be  added  to  the  mid-year 
survey  are  as  follows : 

An  Non-lrrigated  OraElng  or  Pasture 
lAkUdS. 

1.  Average  rate  for  pasturing  cattle  on  pri¬ 
vately  owned  land  In  tbls  area  tbls  year  par 


the  average  rate  for  pasturing  cattle  on 
non-irrigated  private  owned  land  cm  a 
per  head  per  month  basis.  The  survey  is 
a  nonprobability  survey;  data  is  col¬ 
lected  in  March  each  year  on  a  general 
Farm  Report  questicmnaire.  The  table 
below  indicates  the  number  of  responses 
to  the  question  on  pasturing  cattle  on 
privately  owned  non-irrigated  pasture 
land  for  11  Western  states  for  the  years 
1967-75. 


head  per  month _ 

2.  Do  you  personally  rent  privately  owned 
non-lrrigated  pasture  on: 

(a)  A  per  head  per  month  basis? _ 

(b)  A  per  acre  bases? _ _ _ 

3.  If  yes,  how  many  head  of  cattle  are  3rou 

pasturing  this  year  on  the  privately  owned 
non-lrrigated  pasture? _ _ 

4.  How  many  days  will  you  have  these 

cattle  on  the  rented  pasture? _ 

6.  Total  rent  paid  for  pasturing  these  cattle 
on  privately  owned  pasture  this  year _ 

The  cost  of  adding  these  questions  to  the 
two  surveys  would  be  $20,000. 

INDEX  OF  PRICES  PAID  BY  FARMERS 

The  Index  of  Prices  Paid  by  Farmers 
measures  the  average  change  in  prices 
paid  for  commodities  and  services  bought 
by  farm  families. 

The  index  is  made  up  of  five  major 
components.  In  terms  of  farm  expendi¬ 
tures,  the  two  most  important  compo¬ 
nents  are  the  index  of  prices  paid  for 
commodities  used  in  farm  production 
and  the  index  of  prices  paid  for  com¬ 
modities  used  in  family  living.  These 
two  indexes  comprise  the  Index  of  Prices 
Paid  by  Farmers  for  Goods  and  Services. 
The  remaining  three  components  of  the 
Index  are:  (1)  Interest  charges  per  acre 
on  mortgage  indebtedness  secured  by 
farm  real  estate;  (2)  Taxes  payable  per 
acre  on  farm  real  estate;  and  (3)  Wage 
rates  paid  to  hired  farm  labor. 

Two  major  indexes  within  the  Prices 
Paid  by  Farmers  Index  are  stratified 
further  into  18  group  indexes.  The  Farm 
Production  Index  is  divided  into  12  group 
Indexes — ^feed,  feeder  livestock,  seed,  fer¬ 
tilizer,  agricultural  chemicals,  fuds  and 
energy,  farm  and  motor  supplies,  autos 
and  trucks,  tractors  and  self-ivopelled 
machinery,  other  machinery,  building 
and  fencing  materials,  and  farm  services 
and  cash  rent.  The  Family  living  Index 
Is  divided  Into  six  group  Indexes— food, 
clothing,  bousing,  autos  and  auto  sup- 
pMf  Mwi  baaltl^  and  edueatlaiv 

recreation,  and  otheg.  . 


As  of  June  15,  1976,  the  farm  produc¬ 
tion  component  of  the  Index  Included 
169  different  commodity  price  series;  the 
family  living  component  152  items — for 
a  total  of  321.  Prices  for  25  items  are 
used  in  both  family  living  and  production 
Indexes  leaving  a  net  of  296  separate 
price  series.  In  the  Family  living  Index 
the  medical  and  health  and  education, 
recreation,  and  other  indexes  are  based 
on  Consumer  Price  Indexes  from  the  Bu¬ 
reau  of  Labor  Statistics,  and  are  ex¬ 
cluded  from  the  commodity  price  series 
count. 

Price  data  used  in  the  computation  of 
the  various  indexes  are  collected  largely 
by  mail  from  independent  and  chain 
stores  serving  rural  areas.  Separate  com¬ 
modity  price  estimates  are  made  for  in¬ 
dependent  and  for  chain  stores  as  of  the 
15th  of  the  quarterly  month.  These  sep¬ 
arate  price  estimates  are  weighted  to¬ 
gether  to  obtain  averages  of  prices  paid 
by  farmers  .for  most  family  living  and 
farm  production  items.  In  other  months, 
prices  are  estimated  only  for  chain  stores 
which  provide  the  basis  for  current  index 
computations  for  the  interquarterly 
months. 

The  U.S.  commodity  prices  are  com¬ 
puted  by  weighting  State  estimates  of 
average  prices  by  the  estimated  quanti¬ 
ties  of  products  purchased  by  farmers  in 
each  State.  U.S.  average  prices  are  then 
combined  into  the  group  indexes,  using 
as  weights  the  estimated  quantities  of 
the  individual  commodities  purchased  by 
fanners  based  on  a  1971-73  surveys  of 
farmers’  expenditures.  Official  data  of  the 
Agricultural  Research  Service  and 
the  Agricultural  Marketing  Service  are 
also  used  to  supplement  the  survey 
indications. 

Group  indexes  are  combined  into  their 
respective  family  living  and  production 
indexes,  using  percentage  weights  re¬ 
presenting  the  estimated  proportion  of 
expenditures  of  farmers  for  each  com¬ 
modity  group.  These  also  were  derived 
primarily  from  the  1971-73  Expenditure 
Surveys.  The  family  living  and  produc¬ 
tion  indexes  are  in  turn  cmnblned  into 
the  all-commodity  index  of  prices  paid, 
using  weights  representing  the  pr<HX)r- 
tionate  expenditures  for  these  two  seg¬ 
ments.  In  like  manner,  all  commodities, 
interest,  tax,  and  wage  rate  components 
are  wei^ted,  on  the  basis  of  relative  ex¬ 
penditures,  for  the  index  of  Prices  Paid 
by  Farmers. 

Data  Refinement 

If  certain  components  of  the  index  of 
prices  paid  were  needed  to  comprise  a 
new  index  to  refiect  cost  of  productioti  of 
cattle  producers  in  the  United  States, 
the  Statistical  Reporting  Service  could 
provide  such  an  lnd».  Possttffe  compon¬ 
ents  to  use  in  indicating  cost  of  cattle 
production  from  the  Index  of  Prices  Paid 
are  motosr  supidles,  motor  vdilcles,  farm 
machinery,  fam  supi^ies.  building  and 
fencing  materials.  Interest  per  acre  and 
wage  rates.  Weights  could  be  derived 
from  the  1975  Meat  Animals  Cost  of  Pro- 
duetlop  Survey  conducted  by  SRS  for  the 
Xconomle  Research  Service.  Data  from 
ttils  eurvey  are  eurrently  being  summar- 


Table  I. — 'Numhcr  of  rettponses  by  State  hy  year  to  question  on  pasturing  cattle  on 
privately  owned  nonirrigated  pasture  land 


Year 

' 

State 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

Montana _ 

242 

148 

196 

229 

151 

168 

180 

104 

1.59 

Idaho . 

133 

73 

104 

88 

8.5 

89 

.57 

77 

Wyoming . 

72 

.'>6 

50 

44 

45 

29 

28 

81 

64 

219 

177  . 

229 

213 

040 

260 

218 

New  Mexico _ 

76 

65 

34 

39 

39 

36 

49 

31 

39 

Arizona . . 

17 

14 

17 

15 

10 

15 

10 

7 

4 

Utah . — 

80 

71 

85 

104 

95 

120 

84 

77 

90 

Nevada _ 

19  . 

17 

11 

8 

8 

8 

9 

Washington . 

176 

132 

132 

128 

115 

81 

104 

66 

97 

Oregon . 

198 

142 

1.58 

143 

72 

72 

120 

67 

89 

California . 

138 

95 

98 

132 

148 

130 

125 

63 

119 

Total _ 

1,351 

992 

874 

939 

1.000 

961 

1.019 

821 

965 
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ized  by  ERS  and  should  be  available  for 
analysis  by  January  1,  1977.  The  new 
index  could  th^  be  vised  in  a  combined 
index  formula.  One  such  formula  would 
be  to  subtract  the  Prices  Paid  Index  fTMn 
a  Beef  Price  Index.  The  resulting  com¬ 
bined  index  multiplied  by  a  base  fee 
would  result  in  the  annual  grazing  fee. 
This,  or  some  derivative,  to  determine  an 
annual  grazing  fee,  Is  possible  to  CMn- 
pute  if  such  a  formula  were  used. 

Beef  Cattle  Price 

Monthly,  the  Statistical  Reporting 
Service  publishes  an  all  beef  cattle  price 
for  all  States  and  for  the  U.S.  This  price 
is  comprised  of  a  weighted  average  of  (1) 
steer  and  heifer  prices  and  (2)  slaughter 
cow  prices.  An  allowance.  If  necessary, 
is  made  for  slaughter  bulls.  Data  us^ 
in  making  these  commodity  estimates  In¬ 
cludes  prices  from  market  news  sources, 
tabulated  auction  sales  data  and  survey 
data  frwn  individual  farmers. 

State  data  are  then  weighted  by  his¬ 
toric  beef  cattle  marketings,  by  month, 
for  each  State  to  establish  the  monthly 
beef  cattle  price  for  the  UJS. 

The  Statistical  Reporting  Service  can 
provide  the  annual  average  price  for  beef 
cattle  and  lambs  for  any  grouping  of 
States.  Final  State  prices  are  weighted 
by  marketing  data.  Groupings  of  11 
States  and  15  States  have  been  made 
available  to  Forest  Service  and  BLM  for 
many  years,  for  administrative  use  cmly. 
Final  annual  average  prices  by  States  are 
published  In  the  February  issue  of  Agri^ 
cultural  Prices.  TTie  April  Issue  contains 
U.S.  averages. 

vn.  Evaluation  of  Various  Fee 
Formulas 

With  a  history  of  a  market  economy 
for  all  other  products  and  105010*008  used 
in  agriculture,  the  obvious  solution  to  the 
problem  of  pricing  public  grazing  would 
be  to  open  It  up  for  competitive  bidding. 
After  £dl  competitive  bidding  would  ex¬ 
tract  the  fun  fair  market  value  of  pubUc 
range  for  the  public  coffers.  It  would  al¬ 
low  aU  citizens  to  compete  for  the  use 
of  the  resource,  and  at  the  same  time 
keep  our  pubUc  ranges  producing  beef 
and  mutton.  In  addition,  resovuxe  vise 
and  product  output  would  be  at  Its  mar¬ 
ginal  value  product  level,  and  the  pubUe 
good  would  almost  certainly  be  served 
by  the  resultant  competitive  conditions. 

However,  a  competitive  bidding  system 
would  presume  a  relatively  free  and  com¬ 
petitive  market,  a  condition  that  does  not 
exist  for  many  users  and  potential  users 
of  public  grazing  on  BIiM  and  National 
Forests  lands.  Institutional  goals,  tenure 
arrangements,  legislative  requirements 
and  management  restrictions  of  the  Na¬ 
tional  Forest  System  and  Taylor  Graz¬ 
ing  Districts  effectively  eliminate  a  com¬ 
petitive  environment.  The  location  of 
grazing  allotinents,  property  boundaries, 
terrain,  and  water  development  further 
reduce  the  competitive  oivtronment.  It 
has  been  estimated  that  as  mvx^  as 
twenty  percent  of  BLM  land  is  “captive** 
in  that  it  would  be  difficult  if  not  im¬ 
possible  for  any  other  livestock  operator 
to  use  certain  public  land  tracts.  Other 


lands  are  grazed  in  common  by  a  niunber 
of  livestock  operatm's  and  should  not  be 
broken  up  Into  separate  allotments. 

Thus,  the  ccxnpetitlve  bidding  system 
appears  InfeaslUe  as  the  necessary  con¬ 
ditions  for  an  operational  system  does 
not  exist,  less  efficient  administered  pric¬ 
ing  schemes  must  be  considered.  In  each 
of  these  pricing  methods  the  objective  is 
to  simulate  the  competitive  bid  by  on- 
ploying  “proxi”  varhtoles  derived  from 
the  competitive  environment  of  the  live¬ 
stock  Industry. 

It  is  the  task  of  this  Technical  Com¬ 
mittee  to  attempt  to  recommend  the  prop¬ 
er  “proxi”  for  the  competitive  bid.  At¬ 
tention  will  be  directed  to  the  Index  of 
Private  Land  Lease  Rates  and  the  Com¬ 
bined  Index  (BPI-PPI) .  The  committee 
will  also  cvmunent  on  the  two  tier  fee 
S3rstem  proposed  In  S.  3071. 

index  of  private  land  leased  rates 

This  method  may  be  best  described  as 
the  cwnparatlve  maiket  approach.  It  is 
based  on  the  premise  that  an  individual 
will  not  pay  more  for  the  use  of  a  re¬ 
source  than  his  next  best  alternative,  or 
conversely,  the  owner  of  a  resource 
should  receive  a  value  equivalent  to  that 
which  could  be  realized  from  the  next 
best  alternative  use  of  that  resource.  Us¬ 
ing  this  premise  the  public  grazing  fee 
should  equal  the  private  grazing  rate, 
less  the  difference  in  the  cost  of  using 
public  range  over  private  range.  In  the 
grazing  fee  formula,  the  absolute  level 
Is  ignored  and  only  the  rate  of  change 
over  time  is  used  to  update  the  base  fee 
of  $1.23  for  1966. 

The  use  of  the  comparative  msuket 
approach  has  considerable  merit.  First, 
its  value  is  derived  from  the  competitive 
environment.  Second,  It  theoretically 
measm-es  changes  In  efficiency  of  range 
resource  use  over  time.  Hiird.  It  should 
give  a  close  estimation  of  the  fair  mar¬ 
ket  value  that  would  be  obtained  under 
a  competitive  bidding  system.  Thus,  it 
would  also  fulfill  the  criteria  of  the 
“ideal”  pricing  system.  Fourth,  It  re¬ 
flects  changes  in  the  level  of  economic 
parameters  such  as  the  Inflation  rate, 
purchasing  power  of  the  dollar,  and  the 
value  of  farm  real  estate. 

Critics  of  the  Index  of  Private  Land 
Lease  Rate  point  out  that  land  prices 
and  net  rents  have  a  strong  functional 
relationship.  They  argue  that  land  prices 
on  a  per  acre  basis  have  Increas^  six 
fold  during  the  last  30  years,  while  net 
farm  income  per  acre  has  shown  no 
distinct  trend  during  the  same  period. 
This  behavior  is  hypothesised  to  be  re¬ 
lated  to  pressure  for  farm  and  ranch 
enlargement.  Because  land  is  a  limiting 
resource  an  Increasing  portion  of  net 
farm  income  Is  being  capitalized  into  the 
land  resource.  Active  farmers  and  ranch¬ 
ers  attribute  near  zero  value  to  their 
labor,  management,  and  some  of  their 
Invested  capital  In  order  to  pay  for  land, 
thus  violating  the  equimartinal  principal 
for  resoiirce  valuation. 

Another  argument  against  the  Index 
of  Private  Land  Lease  Rates  is  directed 
at  the  accuracy  of  the  data.  It  Is  argu^ 
that  the  data  represent  non-livestock 


uses.  Others  point  out  that  typical  leases 
In  the  private  sector  are  not  negotiated 
(m  a  head  month  basis,  and  that  those 
responding  to  the  survey  question  are  not 
making  proper  transition  from  the  actual 
existing  lease  to  the  head  month  lease 
basis. 

The  position  of  the  Technical  Com¬ 
mittee  is  that  the  Index  of  Private  Land 
Rates  is  a  good  indicator  of  long  term 
adjustments  taking  place  in  western 
range  livestock  industry.  It  duplicates 
economic  adjustments  In  the  ccunpeti- 
tive  sector,  and  is  the  only  alternative 
suggested  or  discussed  that  incorporates 
measures  of  technical  efficiency.  Im¬ 
provements  made  in  the  data  collection 
process  and  discussed  in  the  previous 
section  should  eliminate  concern  about 
the  relevancy  and  accuracy  of  the  data. 
However,  the  Technical  Committee  is 
concerned  about  the  ability  of  the  Index 
to  reflect  short-nm  instabilities  that  re¬ 
sult  during  periods  of  disequilibrium.  In 
the  past  the  Index  has  failed  to  account 
for  short-run  adjustments  in  resource 
valuation. 

COICBINED  index 

This  formula  consists  of  the  Index  of 
Beef  Prices  and  the  Prices  Paid  Index. 
The  formula  was  suggested  by  the  Amer¬ 
ican  National  Cattlemens  Association 
(ANCA)  and  is  iisually  referred  to  as  the 
parity  formula  or  the  “ability  to  pay” 
formula.  Several  slightly  differing  ver¬ 
sions  have  been  offered  but  the  Com¬ 
bined  Index  has  been  the  nucleus  of  all 
of  the  proposals. 

The  goal  of  parity  in  the  past  was  gen¬ 
erally  ridiculed  by  economists  as  not 
meanlngfuL  But  parity  as  deflned  in 
terms  of  equal  resource  returns  should 
be  close  to  their  hearts  after  all  the  con¬ 
cept  of  “equal  resource  returns”  is  a  pri¬ 
mary  condition  deflnlng  the  most  effi¬ 
cient  allocation  of  resoiirces  In  the  com¬ 
petitive  market.  When  all  factors  are  em¬ 
ployed  so  that  marginal  returns  to  re¬ 
sources  are  equated  within  the  industry 
and  between  agriculture  and  the  non¬ 
farm  economy,  maximum  output  of  goods 
and  services  are  obtained. 

A  second  source  of  support  for  the 
combined  Index  Is  related  to  economic 
stabiliti^.  Returns  to  resources  in  the 
long-run  have  demonstrated  an  efficient 
agriculture  and  in  particular  beef  cattle. 
However  the  cattle  industry  has  shown  a 
considerable  degree  of  Instability  In  the 
short-nm  return  to  resources.  The  in¬ 
stability  results  in  windfall  gains  and 
losses  to  both  the  government  and  the 
ranchers  alike. 

Critics  of  the  combined  index  insist 
that  the  formula  is  not  directly  measured 
In  the  competitive  market,  and  con¬ 
sequently  contains  no  measures  of  long 
nm  efficiency  In  resource  use.  It  is  based 
on  the  premise  of  constant  purchasing 
power  or  constant  relative  income  and 
does  not  allow  for  resource  adjustment. 
A  second  part  of  the  above  argmnent  is 
the  cost  of  alternative  or  substitute  In¬ 
puts  are  not  considered  and  thus  It  is  not 
a  fair  proxi  for  the  competitive  market. 

The  formula  has  also  been  criticized 
for  containing  elements  In  the  Indices 
vdilch  are  not  used  In  western  range  Uve- 
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stock  production  (e.g.  seed,  fertilizer,  and 
etc.).  It  was  pointed  out  in  the  previous 
section  on  Data  Sources  that  these  ele¬ 
ments  could  be  deleted  fi’om  the  prices 
paid  index  and  proper  weights  be  re¬ 
assigned  from  the  cost  of  production 
study  currently  in  progress  by  thhe  Eco¬ 
nomic  Research  Service  and  the  Statis¬ 
tical  Reporting  Service. 

The  third  major  criticism  relates  to  the 
fact  that  the  index  does  not  respond  to 
the  inflation  rate  or  the  value  of  the 
purchasing  power  of  the  dollar.  If  the 
combined  index  were  used  as  the  only 
method  of  adjusting  grazing  fees,  the 
public  would  receive  a  declining  real  rent 
in  the  long-run.  In  effect  the  rent  that 
the  rancher  paid  for  the  use  of  the  re¬ 
source  would  only  be  at  “fair  market 
value”  in  the  base  period. 

The  Technical  Committee  noted  the 
shortcomings  as  well  as  the  advantages 
of  the  combined  index.  The  index  was  re¬ 
cognized  as  a  poor  indicator  of  long-run 
adjustments  because  of  the  behavioral 
nature  of  indices  measuring  differing 
sectors  of  the  supply-demand  model 
simultaneously.  For  this  reason  the  com¬ 
mittee  rejected  the  use  of  the  combined 
index  as  the  sole  adjustment  factor  in 
any  grazing  fee  formula.  However,  the 
committee  also  recognized  the  Inability 
of  the  index  of  private  land  lease  rates  to 
measure  short-run  instabilities  particu¬ 
larly  in  an  environment  where  the  value 
of  value  of  the  resource  (public  grazing) 
is  a  derived  demand  frcwn  the  product  it 
produces  (beef  and  lamb) .  Therefore  the 
committee  concluded  that  the  range  fee 
formula  should  include  factors  that 
measure  changes  in  the  value  of  the 
range  resource  in  both  the  long-run  and 
the  short-run. 

THE  TWO  TIER  SYSTEM,  S.  3071 

A  procedure  requiring  the  establish¬ 
ment  of  two  levels  of  grazing  fees  based 
on  the  number  of  acres  required  for  one 
animal  unit  month  has  been  proposed  by 
the  Public  Land  Council  and  was  out¬ 
lined  in  S.  3071. 

Tlie  variable  fee  hypothesis  suggests 
that  the  value  of  native  rangelands  for 
livestock  grazing  is  directly  related  to 
only  one  element  of  the  lands,  the  density 
of  desirable  vegetation.  If  rangelands 
had  no  other  characteristics  and  ranch¬ 
ing  operations  were  aU  the  same,  this 
hypothesis  might  be  a  reasonable 
assumption.  However,  these  Federal 
rangelands  have  many  features  and  con¬ 
ditions,  s(mie  constant  and  some  change¬ 
able.  that  affect  their  eccmomlc  value  to 
the  individual  stockman.  Forage  quan¬ 
tity,  as  a  component  of  grazing  value, 
varies  in  terms  of  quality  from  place  to 
place  and  from  season  to  season.  These 
variations  do  not  directly  change  the 
relative  dollar  value  of  the  grazing  since 
availability  and  cost  of  alternative  feed 
sources  for  each  individual  rancher  also 
Impact  on  the  economic  value  of  the 
native  forage  to  the  livestock  producer. 

As  an  example  of  conditions  that  do 
not  support  the  variable  fee  argmnent 
consider:  (1)  Grazing  capacity  allowance 
for  livestock  may  be  reduced  to  acc(xn- 
modate  wildlife  and  wild  horse  habitat 


needs  and  therefore  would  not  relate 
directly  to  forage  quality  or  land  produc¬ 
tivity.  (2)  Intraallotment  differences  in 
forage  production  and  grazing  conditions 
are  just  as  variable  as  interallotment 
differences.  (3)  Livestock  water  may  be 
the  limiting  factor  on  some  rangelands 
and  not  forage  quantity  and  (4)  Winter 
ranges  (usually  of  low  productivity)  may 
have  greater  economic  value  to  the 
stockman  than  summer  ranges  (usually 
of  higher  productivity)  because  the  al¬ 
ternative  is  to  feed  expensive  hay. 

In  setting  up  the- 1966  Western  Wide 
Grazing  Fee  Study,  there  was  then  as 
now  a  strong  belief  by  some  that  a  vari- 
of  one  or  more  of  the  qualitative  vari¬ 
ables  such  as  grazing  capacity,  season  of 
use,  geographic  area,  or  vegetative  type. 
One  of  the  conclusions  of  the  study  was 
that  there  was  no  basis  for  recommend¬ 
ing  differential  base  fees  among  ranch¬ 
ing  areas.*  An  independent  analyses  by 
the  BLM  during  1967  identifled  that 
there  are  larger  user-cost  differences  be¬ 
tween  ranchers  within  any  categorical 
grouping  than  between  the  groups.’  In 
essence,  there  was  no  statistical  evidence 
in  the  study  to  support  a  variable  fee. 
The  Arthur  D.  Little  Company,  Inc., 
made  an  independent  statistical  analysis 
of  the  BLM  and  private  grazing  survey 
data.  The  results  of  this  independent 
analysis  supported  the  previous  findings.® 

The  suggestion  that  an  inequity  is 
created  when  the  same  grazing  fee  is 
charged  for  grazing  on  high  productivity 
land  as  for  low  productivity  land  is  mis¬ 
leading  because  the  unit  of  measurement 
for  public  land  grazing  is  an  animal  imit 
month  and  not  an  acre  of  land.  Also, 
there  Is  no  analysis  available  that  the 
committee  is  aware  of  to  support  using 
11  acres  per  AUM  as  the  proper  economic 
value  point  for  dividing  rangeland 
values  f6r  livestock  grazing.  The  defini¬ 
tion  appears  to  be  arbitrary  and  with¬ 
out  foimdation  for  establishing  fees  on 
public  lands. 

Under  existing  law  and  Executive, 
policy  a  variable  fee  system  is  permitted 
but  is  not  required  imless  specific  in¬ 
equities  can  be  documented.  Most  of  the 
questions  and  issues  regarding  grazing 
fees  are  related  to  managerial  judgments 
and  general  economic  factors  more  fim- 
damental  than  public  land  user  charges. 
Basically,  the  AUM  and  hence  its  gen¬ 
eral  market  value  are  the  same  from 
area  to  area  since  the  grazing  require¬ 
ments  of  the  animals  are  met  and  the 
yearly  production  cycle  of  the  ranches 
are  maintained.  To  recognize  and 
differentiate  public  land  grazing  fees  cm 
the  basis  of  detailed  individual  differ¬ 
ences  would  require  individual  negotia¬ 
tion  of  fees  with  each  of  the  25,000  indi¬ 
viduals  using  public  lands. 


*  Housemen,  Earl  E.,  et  al.,  “Special  Report 
on  Grazing  Fee  Study”,  USDA.  Statistical  Re¬ 
porting  Service,  Oct.  94,  1908. 

’  Progress  Re^rt  on  Grazing  Fee  Study  as 
of  August  1,  1967,  USDI,  Bureau  of  Land 
Management. 

■Arthur  D.  Little,  Inc.,  “An  Analysis  of 
Western  Livestock  Grazing  Costs,  A  Report 
to  USDI,”  June  1967,  Case  No.  69463. 


Vin.  Recommendations 

Establishing  a  grazing  fee  formula 
which  is  completely  acceptable  to  the 
various  management  agencies  and  the 
users  of  Public  Lands  is  a  difficult  task. 
It  must  accurately  reflect  the  value  of 
the  resource  and  still  take  into  account 
institutional  restrictions  and  goals. 
Given  the  inability  of  economics  as  a 
discipline  to  aggregate  individual  utli- 
ties  onto  a  single  function,  the  next  best 
alternative  appears  to  be  a  “proxi”  for 
the  norm  of  economic  efficiency.  In  the 
absence  of  a  better  criteria  this  value 
judgment  will  have  to  be  acceptable. 

Because  a  competitive  environment 
does  not  exist,  and  can  not  exist  given 
the  current  institutional  constraints  and 
goals,  the  members  of  the  Technical 
Committee  recommend  the  following 
formula  as  a  proxi  for  the  competitive 
market  bid  for  grazing  on  an  AUM  basis: 


FMV^Falr  Market  Value  for  public  graz¬ 
ing. 

A=^$1.23  base  established  from  1966  survey. 

L*=Index  of  Private  Land  Lease  Rates. 

p»»==Comblned  Index  (BPI-PPI), 

*The  data  for  construction  of  this  Index 
should  come  from  the  probability  based  com¬ 
bined  list  frame  sample  described  In  Sec¬ 
tion  V. 

•*BPI  Is  a  weighted  Index  of  average  an¬ 
nual  beef  cattle  prices  less  calves  In  the  11 
Western  States.  PPI  Is  an  Index  of  prices  paid 
for  Inputs  and  would  include  only  the  seven 
items  listed  in  Section  V,  and  weighted  by 
the  Cost  of  Production  Survey. 

This  formula  is  recommended  as  it 
provides  for  a  consistent  and  efficient 
method  of  pricing  the  public  grazing  re¬ 
sources.  The  formula  wUl  reflect  long- 
run  trends  in  grazing  values  while  at  the 
same  time  accounting  for  short-run  in¬ 
stabilities  in  either  livestock  prices  or 
input  prices.  The  committee  has  further 
recommended  an  improvement  in  the 
data  collection  procedures  on  the  private 
land  lease  rates.  Some  modification  was 
also  suggested  for  the  prices  paid  index 
to  make  it  more  accurately  refiect  west¬ 
ern  range  livestock  operation. 

The  Technical  Committee  has  recom¬ 
mended  the  above  grazing  fee  formula 
on  its  logical  consistency.  The  data  rec¬ 
ommended  for  construction  of  the  in¬ 
dices  are  not  available  for  testing  at  this 
time.  However  it  was  assumed  that  the 
values  for  private  land  lease  rates  to  be 
collected  using  the  recommended  im¬ 
provements  would  be  identical  to  the 
current  data  methods  because  the  values 
will  come  from  the  same  universe. 
Therefore  the  value  of  $3.66  from  the 
base  period  of  1964-68  would  continue  to 
be  the  proper  base  for  the  index  of  pri¬ 
vate  land  lease  rates. 

It  is  further  recommended  that  the 
mechanics  of  the  formula  be  developed 
in  detail  by  a  work  group  staffed  by 
members  of  the  Forest  Service  and  the 
Bureau  of  Land  Management.  The  com¬ 
mittee  believes  an  upper  limit  of  25  per¬ 
cent  could  be  Imposed  in  the  event  of 
changes  in  economic  conditions  that 
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would  f<m:e  a  sudden  Increase  in  grazing 
fees.  Other  mechanics  are  at  the  discre¬ 
tion  oi  the  managonent  agencies. 

Tabu  2. — 1969  fee  tyetem — Fair  market 
value  amd  fee*  actuattf  charged 

(In  dollars  per  AUM] 


Tear 

Pa^ 

National  forest  fees 

BLM  fee 

value 

Aver¬ 

age 

High  and 
low 

1966.. 

L23 

0  51 

1.64-ai9 

033 

1968.... 

.56 

1.80-  .21 

.33 

1969.. 

1.25 

.60 

1.25-  .31 

.44 

1970.. 

1.29 

.60 

1.25-  .31 

.44 

1971.. 

1.36 

.78 

1.36-  .53 

.64 

1972.. 

1.37 

.80 

1.37-  .55 

.66 

1978.. 

1.41 

.91 

1.41-  .68 

.78 

1974.. 

1.54 

1.11 

1.54-  .92 

LOO 

1975.. 

1.96 

1.11 

1.54-  .92 

1.00 

1976.. 

1.94 

1.60 

1. 94-1.45 

1.51 

Table  3. — Source  of  increase 

[In  dollars  per  AUM] 

in  fee* 

National 

BLM  to 

forests  to 

1976  1980  1976  1960 

1966 base  value .  0.51  asi  a33  aSS 

Sum  of  incremental  ad¬ 
justments .  >.38  .  72  ».47  .90 

Sum  of  adjustments  by 
private  grazing  land 

lease  rate  index . 71 . 71 _ 


Total  fee . .  1.60  1.23  LSI  l.» 


>  4  at  0.072  plus  1  at  0.09  equal  0.38. 

*  4  at  0.09  plus  1  at  0.11  equal  0.47. 
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